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ANNUAL REPORT 
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Your Directors are pleased to present herewith the 
54th Annual Report and the Financial Statements 
covering operations for the 12 months ended 
December 31st, 1965, which have been certified 
by the company’s Auditors, Messrs. Riddell, Stead, 
Graham & Hutchison. 

SALES. The consolidated sales for this period 
were $10,094,172., slightly lower than the previous 
year due to the volume that was lost during the 
postal strike. 

The consolidation of our manufacturing facilities 
is still taking place creating savings in our produc- 
tion costs. January and February sales in 1966 are 
ahead of the comparable 1965 figures. We expect an 
increase of approximately one million dollars this 
year. 

During July we celebrate the company’s 90th 
Anniversary. In 1876 the firm later known as 
Belding Paul and Company Limited commenced 
their Canadian operations and in 1911 they merged 
with the Corticelli Silk Company to form the 
Present company which was then incorporated. 

DIVIDENDS AND CAPITAL STOCK. 
PREFERRED SHARES: during the past few years 
your company has purchased and cancelled the 
following number of 7% Preferred Shares at an 
average cost of $12.41 per share. 


1962 — 2,500 
1963 — 4,136 
1964 — 895 
1965 — 2,039 


9:55:70 


As at the 31st of December 1965, which was 
the company’s year end, there were 75,000 Pre- 
ferred Shares still outstanding. Since that time a 
further 495 shares have been purchased for re- 
demption at $12.50 per share and the company will 
continue to purchase some shares at this price during 
1966 to further reduce the amount outstanding. 

COMMON SHARES: during the year 289 addi- 
tional Common Shares were issued to holders of 
subscription warrants at a price of $12.50 per share. 
There are, therefore, 200,289 Common Shares 
presently issued and outstanding. 

During the year the company issued $2,500,000. 
of Debentures together with 15,000 warrants for the 
purchase of Common Stock. In addition, share- 
holders subscribed for 99,932 similar warrants and 
there are outstanding at the present time 114,643 
purchase warrants. 

During the year your Directors increased the 
quarterly dividend on the Common Stock to 15¢ 
per share. 

EARNINGS. Net profit before payment of divi- 
dends amounted to $273,544., which after payment 
of dividends on the company’s Preferred Shares was 
equivalent to $1.10 per share on the Common Stock 
presently outstanding. This compares with 87¢ in 
1964. 

You will notice changes in the presentation of 
our Annual Report as well as a statement showing 
the application of funds. In most cases we have 
shown comparable 1964 figures and next year all 
figures will be shown with previous year’s com- 
parisons. 


BRAIDED ELASTIC IMPORTED FROM 
JAPAN. For years your company has discussed 
with our Government the problem of shipments 
being made in excess of the voluntary quota. For 
1966 we are now satisfied that the new annual 
quota of 450,000 Ibs. will not be exceeded. 

PROPERTY AND EQUIPMENT. During the 
year we made net additions of $202,030. to our 
plants and equipment, among which was special 
machinery for the manufacturing of quilting cocoon 
bobbins; new looms for the ribbon mill; additional 
braiders for Coaticook mill; needle looms for 
Coaticook and St. Hyacinthe mills, and additional 
stretching-bonding equipment for our thread mill at 
St. Johns, Que. 

We see no large capital expenditures in the near 
future but if synthetic thread business continues to 
increase we may have to consider expanding this 
division. 

We wish also to take this opportunity of com- 
plimenting our Staff who have helped so much in 
making possible this record year for the company. 


Submitted on behalf of the Directors, 


a 
. 


President 


Beldin 


AND SUBSIDIARY 


CONSOLIDATED BALANCE SHEET 


ASSETS 

CURRENT ASSETS 1965 1964 
Gash” "3. Gr Se oe ee on eee ar ee eee $ 28,858 $. .20;327 
Marketable securities at cost. . At aie 30,486 30,486 


(Market value $27,238 in 1965 and — 
$28,256 in 1964) 
Accounts-receivablew 4. 3.3. + See eee 1,541,105 1,524,471 


Inventories at lower of standard cost 
or net realizable value 


Raw matérialss; 9 = 65)" ee 6.000 $ 557,962 

Work in progress and manufacturing supplies. . 1,229,636 12315128 

Finished: goods. 2°49. 4) a) So 2 28 2 163252247) 3 407500 1,500,081 3,289,171 

Prepaid insurance, taxes,ctc,. () a) ae 68,259 33,138 
5,076,568 4,897,793 


PROPERTY ACCOUNTS — (Note 1) 


Land.< 2052 20) oie ee ee ee ee 62,475 62,475 

Buildings, machinery and equipment. . . . . ‘6,510,600 6,308,570 

Less: accumulated depreciation . . . . . . 4,043,178 2,467,422 3,835,982 2,472,588 
2.529.897 2,535,063 


OTHER ASSETS —Atcost less amounts written off 


Coaticook. power contract:.. 4 aa ee 24,563 26,813 
Deferred maintenance charges, etc... . . . . 47,575 —_ 

Goodwill and trademarks . . ..... . 3,135 1 

T2713 26,814 

$7,681,738 $7,459,670 


Approved on behalf of the board: 


J. N. COLE, director 
A. S. BRUNEAU, Q.C., director 


Gerlicelli 


Limited 


COMPANIES 
AS AT 31st DECEMBER 1965 


LIABILITIES AND SHAREHOLDERS’ EQUITY 


CURRENT LIABILITIES 


Bank indebtedness : 

Short term notes payable . 

Accounts payable and accrued temic: 
Income taxes payable 

Dividends payable 

Bond interest payable 

Long term debt —- current awidign, 


LONG TERM DEBT W— (Note 2) 
Secured debentures series A — 


5% % Serial debentures maturing 
June 1, 1966 to 1975 , 
Less due in 1966 — included above . 


6% Sinking fund debentures maturing 
June 1, 1980 


6% mortgage — payable 1965-70 . 


MINORITY INTEREST IN SUBSIDIARY 


SHAREHOLDERS’ EQUITY 
CAPITAL STOCK — (Note 3) 


Preferred 
Common 


SURPLUS 


Contributed re 
Arising from appraisal of fired NEES (Note De 
Earned . 


The attached notes are an integral part of these financial statements. 


1965 
$ 344,853 
701,077 
Pal leg ay) 
43,168 
12,292 
100,000 
15222,527 
$1,000,000 
100,000 900,000 
1,500,000 
2,400,000 
254 
750,000 
898,506 
1,648,506 
94,808 
28,155 
2,287,488 4,058,957 
$7,681,738 


1964 
$1,486,017 
1,250,000 
684,128 
1,000 
38,320 
3,459,465 
22,000 
934 
770,396 
881,533 
1,651,923 
Z8; 155 
PEPRMIIERY Re P24) 
$7,459,670 


CONSOLIDATED STATEMENT OF PROFIT AND LOSS 
FOR THE YEAR ENDED 31st DECEMBER 1965 


1965 1964 

SALES $10,094,172 $10,136,900 
Profit from operations before 

providing for the undernoted items . $ 640,634 $ 499,213 
Income from investments. . . . . 1,300 1,300 

641,934 500,513 

Depreciation (Notes1&4). . . . $172,342 $163,766 
Directors’ remuneration. . .. . 78,664 76,450 
Interest on funded debt. . .. . 80,384 — 
Minority interes. es Sy 331,427 133 240,349 
Profit before income taxes. . . . 310,507 260,164 
Provision for income taxes (Note 4) . 37,000 32,000 
Net profit for the year. . . . . S$. 32715907 $ 228,164 


CONSOLIDATED STATEMENT OF SURPLUS 
FOR THE YEAR ENDED 3lst DECEMBER 1965 


CONTRIBUTED SURPLUS 


Proceeds from sale of warrants . $ 99,932 
Deduct — Premium paid on preferred shares purchased ‘for 

cancellation: ©... <>.) SA. See 5,124 

$ 94,808 


EARNED SURPLUS 
Balance at beginning of year (of which $75,310 is set aside in 


accordance with section 61 of the Canada Corporations ts $2,297,193 
Add: Net; profit: for the year’s) 05942) se ee : 273,507 
2,570,700 
Deduct: Dividends declared — 
on preferred. shares’ 2.) =... ee 
on common shares” = 50.) 20 ee 110,120 163,309 
Adjustment. of prior year’s camings’- 9 <0). 2) 8,338 
Debenture discount and expense . . 83,796 
Amortization of the excess of appraised value of fixed assets 
over‘original: cost, (Notes): ace 27,769 


283,212 


Balance at end of year (of which $20,390 is set aside in accord- 
ance with section 61 of the Canada Corporations Act). . . ) $2,287,488 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS as at 31st DECEMBER, 1965 


NOTE 1.— Property accounts are stated at cost except for fixed assets of a subsidiary company which are included therein 
at values resulting from an appraisal made as at December 31, 1964 by Canadian Appraisal Company Limited. 
In the consolidated financial statements the appraisal surplus resulting, therefrom has been offset by the excess 
of acquisition cost of the investment in this subsidiary over underlying book values at date of acquisition, 
resulting in a net appraisal surplus of $28,155. 
It is the intention of management to amortize the amount added to fixed assets by equal charges to earned 
surplus over a period of 20 years. 


NOTE 2.—(1) Maturities and sinking fund requirements of long term debt are as follows: 
5% % serial debentures — maturing $100,000 principal amount annually. 
6% sinking fund debentures — $100,000 principal amount annually to be retired by sinking fund 1975 to 
1979 inclusive with the balance payable at maturity. 


(2) Under the trust deed securing the above debentures the company has covenanted that subsequent to 
December 31, 1964 it will not pay dividends (other than stock dividends), redeem or purchase for can- 
cellation shares of its capital stock in an amount exceeding the aggregate of consolidated net income and 
proceeds of issues of capital stock since that date plus $100,000, providing such action does not reduce 
consolidated net current assets below $1,500,000. 


NOTE 3.— Capital Stock. 
AUTHORIZED — 


77,039 7% cumulative preferred shares of $10 par value each. 

350,000 common shares of no par value, consideration not to exceed $3,749,500. 

Authorized capital was revised to the above by supplementary letters patent dated February 12, 1965, where- 
by 7,531 preferred shares were cancelled, and authorized common shares were increased from 250,000 to 
350,000 by subdividing 100,000 issued and outstanding common shares of no par value into 200,000 common 
shares of no par value. 


Shares Amount 
ISSUED AND FULLY PAID — 
Preferred Shares — 
Outstandine at .beemnine of yearea. <<... 2. <« 2S 4 Bla, ee 77,039 $770,390 
|Pumeeagea! tire GCereailetnornl Gini Wee 6 co o 5 « 6 56 0 56 5» @ o © € 2,039 20,390 
Outstandingeataends Ofsveaie wes oa) co) can <ee eeeeere O ee  ene ne 75,000 $750,000 
Common Shares — 
COMIininelina A leanings @i weer 9 4 o & 5 6 6 » 0 § 6 o 6 5 O96 99°332 $881,533 
Issued for cash during year at $20 per share. . . . ..... 2.4. 668 13,360 
100,000 894,893 
SubdividedezetOrala nu, cae Gh. Seer hobest hy Soe gc ula pe Sere 100,000 — 
200,000 894,893 
Issued for cash at $12.50 per share on exercise of share purchase warrants . . 289 3,613 
Outstanding: atrends OF year. 2 is! cee. os) 2 Se ees EE a ee ee 200,289 $898,506 


On April 26, 1965, the directors resolved to issue to all common shareholders of record on May 14, 1965, 
rights to purchase common shares at the rate of one right for each common share held on that date. Each two 
rights entitled the holder to purchase one share subscription warrant at a price of $1 at any time up to June 
18, 1965, each such warrant in turn entitling the owner thereof to subscribe for one common share of the 
company at the following prices : 


$12.50 per share prior to the close of business December 1, 1968 
$15.00 per share thereafter and prior to the close of business June 1, 1971 
$17.50 per share thereafter and prior to the close of business December 1, 1973. 


Following the above 99,932 share subscription warrants were issued and in addition 15,000 share subscription 
warrants were issued with the sale of $1,500,000 — 6% sinking fund debentures. Total share subscription 
warrants issued therefore aggregate 114,932 and during the year 289 holders of share subscription warrants 
exercised their rights so that at December 31, 1965 there were 114,643 share subscription warrants outstanding. 


NOTE 4.—Income taxes of approximately $125,000. otherwise exigible on the net profit for the year have been 
eliminated (to the extent of $83,000) as a result of the companies’ intention to claim for tax purposes 
capital cost allowances in excess of depreciation recorded in the accounts and by virtue of the application of 
tax losses of previous years ($42,000.). The accumulated amount by which income taxes have been or will 
be reduced by claiming capital cost allowances in excess of the depreciation recorded in the accounts of the 
companies to date is approximately $235,000. Of these amounts $19,000.in respect of the current year and 
an accumulated amount of $52,000. represent income tax savings resulting from the claiming of accelerated 
capital cost allowances under tax incentive legislation. These reductions are applicable to those future periods 
in which the amounts that can be claimed for tax purposes may be less than the depreciation recorded in 


the accounts. 


CONSOLIDATED STATEMENT OF SOURCE AND APPLICATION OF FUNDS 


FOR THE YEAR ENDED DECEMBER 31, 1965 
SOURCE OF FUNDS 


Net protit forthe year "= =) eae eee ee $9273;507 
Non cash charges to operations — depreciation . . . . . $172,342 
SS ROthene ee ae ee ee ae 997 173,339 
Issue of debentures, lessicurent maturity a. seen 2,400,000 
Proceeds. from sale-of warrants a ee 99,932 
Issue“of Commons Stocks 2 sm ue een 16,973 
$2,963,751 
APPLICATION OF FUNDS 
Addition to fixed assets (net) (> 4 =.) 0 ee 202.030 
Additions to other non-current assets . . . . =... . 50,709 $252,739 
Repayment: ‘of =mortgasem es eee 22,000 
Redemption of" prefetred@shares 9) 5-5 i 25,514 
Debenture: discount” andtexpense ser 0 83,796 
Payment of ‘dividetids: 2 es eee 163,309 
Reduction of minority interest in subsidiary. . . . .. . 680 
$ 548,038 
INCREASE IN WORKING CAPITAL $2,415,713 


AUDITORS’ REPORT 


To The Shareholders 
Belding-Corticelli, Limited 


We have examined the accompanying consolidated financial statements of Belding- 
Corticelli, Limited and its subsidiaries for the year ended December 31, 1965 comprising 
the consolidated balance sheet as at that date and the consolidated statements of profit and 
loss, surplus, and source and application of funds for the year then ended. Our examination 
included a general review of the accounting procedures and such tests of accounting records 
and other supporting evidence as we considered necessary in the circumstances. 


_ As outlined in Note 1, amortization of the increment resulting from the appraisal of 
certain properties has been charged to earned surplus instead of being charged against the 
net profit for the year. 


_ Except for the effect on net profit for the year of the matter referred to in the pre- 
ceding paragraph, in our opinion the aforementioned consolidated financial statements present 
fairly the financial position of the company and its subsidiaries as at December 31, 1965 and 
the results of their operations and the source and application of funds for the year then ended, 
in accordance with generally accepted accounting principles applied on a basis consistant with | 
that of the preceding year. 


March 14 1966 
(Signed) 
RIDDELL, STEAD, GRAHAM & HUTCHISON 
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